Application of Southern California Edison
Company (U 338-E) for Authorization:

(1) to replace San Onofre Nuclear
(SONGS 2 & 3) steam generators; (2)
establish ratemaking for cost recovery; and
. (3) address other related steam generator
replacement issues.

Application'No. 04-02-026
Extibit Now: (SDG&E4) 11K/
Witness: Michael M. Schneider
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SCE in 2004, and SCE would accept responsibility' for all future decomnissioning costs
associated with SDG&E’s current 20% ownership share. Finally, SDG&E would enter
into a PPA with SCE in 2004 to provide SDG&E’s customers a fixed amount of energy
each year through 2022.

Analysis for Alternative 3 includes all costs identified under Altemmative 1, -
including SDG&E’s 20% share of SONGS O&M ind fuel, as well as SDG&E’s
projected SONGS depreciation, return, and NDT contributions. Howe;'er under
Altemative 3 these costs would be paid by SCE and recovered from SDG&E through the
PPA. Therefore the cost of the PPA expressed in 2004 present value dollars, is equal to
the 2004 present value of all costs associated with Alternative 1. -

Under the PPA, SCE would provide to SDG&E a fixed amount of energy
equivalent to SDG&E’s current 430 MW entitlement in SONGS at a cape;city factor of
91.8%. That capécity factor was chosen because it is equal to the historic average of
SONGS 2&3 capacity factors over the past 5 years (1999—2003). Since this capacity
factof is greater than the capacity factor projected by SCE in their cost-effectiveness
study (88%), Alternative 3 would result in somewhat more energy being delivered to
SDG&E than Alternative 1. Therefore, while the total 2004$ cost of the PPA would
equal the total 2004$ cost of Alternative 1, the total 2004$ cost of Altenative 3 is
somewhat less than the total 2004$ cost of Alternative 1 because it includes the value of .

this increased energy. As shown in Aitachment 1 the value of this increased energy is
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power plant, However, as indicated from the sensitivity analysis conducted in Section
VI-D and Figure 2 below, the Geothermal PPA would be cost-effective only if SDG&E's
ownership share of SONGS remains above 15%. The Geothermal PPA option'has added
benefits of providing continued fuel diversity o SDG&E’s generation portfolio as well as
supporting the State’s énergy policy of requiring higher levels of renewable resources for
fulur.e energy and capacity supply. These benefits should bé considered in addition to the
cost-effective analysis and provide a prelmium such that even if SDG&E’s ownership in

SONGS falls below 15%, a Geothermal PPA would be preferred over participation in the

SGRP.
Alternative 1 is SDG&E’s third preference. Under Alternative 1', SDG&E

would continue to keep its 20% ownership percentage in SONGS, while SCE goes

forward with the SGRP.
_ FIGURE 1
TOTAL GOST OF SDG&E ALTERNATIVES (20048, MILLIONS)
BASED ON CTCC REPLAGEMENT GENERATION
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Attachment - 1

Total Cost of SDG&E Altcrnatives (20048, Thousands)
Based on CTCC Replacement Generation

Allernative 1

Alternative 3

Alternative 2
SDG&E Participates SDG&E Ownership Reduction to: SPG&E Ownership

Description in SGRP 0% §% 10% 15% 20% Transfer with PPA
Fuel Costs S 180,602 § 708,147 § 576,260 $ 444,375 § 312489 $ 80,602 § an/ Zab, o2
Opcrating & Maintenance $ 1,002,422 S 510,775 § . 633,687 $ 756598 § 879,510 $1,002422 § 1,002,422
NDT Contributions 3 76,763 § - 8- - % 12439 S 45636 § 76,763 S 76,763
Capital - Routinc (non-SGRP) $ 238,035 % 127,975 § 155490 $ 183,005 § 2(0,520 $ 238,035 § 238,035
Capital - SGRP 3 132,796 ¢ - 8 - ¥ - 3 - 8 - S 137,796
Capiral - CTCC Power Plant b3 - % 286,014 £ 214510 § 143007 $§ 71,503 § - 3 -
Capital - Transmission Mitigation 5 - $ - 3 - 8 o« 8 - 8 - 5 -
Value of Additional Encrgy $ - 8 - 8 - § - 8 .y -8 -(&@" (l o‘z.l 29 S')

Total 2004 NPV § 3 1,635,618 $1,632911 §1,579948 $ (539424 $1519,658 $1497822 § L 225 -IJ/S"QM

Tatal Cost of SDG&E Alternatives (20043, Thousands)
Based on Geothermal Replacement Generation

i 552,925
!

Alternative 1 Alternative 2 Alternative 3 -
SDG&E Participates SDG&F Ownership Reduction to: SDG&E Ownership
Description fn SGRP 0% 5% 10% 15% 20% Transfer with PPA
e .
Fuel Costs s 180,602 § 77246-§ 103,085 S 128924 § 154763 S 180,602 $ 180,602 2O , 2. 22—
Operating & Maintenance 5 1,002422 S 413942 § 561,062 § 708,182 S 855302 $1,002422 S 1,002,422
NDT Contributions $ 76,763 % - $ - § 12439 $ 4563 $ 76,763 § 76,763
Capital - Roufine (non-SGRP) S 238035 § 127975 § 155490 S 183,005 S 210,520 § 238035 % 238,035
Capital - SGRP 3 137,796 § - 8 - 3 - 8 - 8 - 3 {37,796
|, 447 Lo 713,220
Geothermal PPA $ . $H52LTE0. S4lehEds § O S 380345 S - $ -
L0 730 361,F10
Capital - Transmission Mitigation $ - 8 - 8 -5 -5 - 8 - 8 -
- . o2 258
Vialue of Additionul Encrgy 3 - 8 ? $ - s e 3~7o$ -3 $ oy C ). )
2l ' st 1523523
Total 2004 NPV § s 1,635,618 $2340544 $ 4950613 S —!—?934#6 %6464:566' $1497822 S 572: A .
{,905 365 [ 25D jS52,913




Attachment - 2

Alternative 1

Total Cost of SDG&E Alternatives (2004$/MWh)

Based on CTCC Replacement Generation

Alternative 2 Alternative 3
SDG&E Participates SDG&E Ovwnership Reduction to: SDG&E Ownership
Nescription in SGRP 0% 5% 10% 15% 20% Transfer with PPA.
Fuel Costs § 292 145 § 932 8 718 S 505 8 292 8 e 3.4
Operating & Maintenance 3 16.20 826 § 1024 § 1223 § 1422 § 1620 § 16.20 . .
NOT Contributions $ 1.24 - s - 3 020 ¢ 0.74 $ 124§ 1.24
Capital - Routine (non-SGRP) N 3.88 207 § 251 § 296 § 340 § 38 % 3.85
Capital - SGRP $ 2.23 - 3 - $ - S - $ - b 2.23
Capital - CTCC Power Plant $ - 462 8 347§ 231§ 116 & - $ .
Capital - Transmission Mitigation 5 - - s - $ - $ - 5 - $ -
Value of Additional Gnergy S - - $ - 3 - $ - $ - 3 {03 (/.(,{)
Total NPV S/MWh S 2644 26.40 3 2554 S 24.89 § 2457 $ 24.21 S 541 LY
2549
Total Cost of SDG&E Alternatives (20045/MWh)
Based on Geothermal Replacement Gencration
Alternative 1 Alternative 2 Alternative 3
SDG&E Participates SDG&E Ownership Reduction to: SDG&E Ownership
Description in SGRP 0% 5% 10% 15% 20% Transfer with PPA
Fuel Costs s 292 125§ 167 S 208 5 250 § 292§ 297 B2F
Operating & Maintenance $ 16.20 669 $ 907 $ 1145 $ 1383 § 1620 § 16.20
NDT Contributions $ 1.24 - 8 - 5 020 § 0.74 § 1.24 ..S 1.24
Capital - Routine (non-SGRP) S 385 207§ 251 & 29 § 340 S 38 0§ 3.85
Capital - SGRP s 223 - s - s - s - s - s 2.23
2340 .70 s s s ’
g (3 - 2459 § 1845 § 238 S - - -
Geothermal YVPA 155 &P
Capital - Transmission Mitigation ) - - s - s - $ - $ - s -
' . - woxr (1.bs
Value of Additional Energy S - b S - $ 38. 37 $ 3 $ - ( ’ )
32.44 * M
s 24.21 s 2544 ()
Total NPV SMWh 5 26.44 2466 5 3t S 2899 S g«-&zj)z 79 28/
SOQ% o] ‘2“") -




